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CANADIAN AND U,S. FARM SECTOR COMPARISONS.

and Nina Swann. International Economics Div
Research Service,

By Pat Weisgerber
iston, Economic
U.S. Department of Agriculture, ESS-15.

ABSTRACT Many Canadian and U.S. farming trends ran almost parallel

through the nidseventies, with increasing farm consolidation,
more shared ownership of farms, and dramatic increases in the
value of farm capital 1n both countries. Corporations control i
about 10 percent of the land in farms in toth countries, Whiie 3
Canadian farmers produce primarily for tha market within their
own Province, U.S, farmers produce for mirkets extending well
beyond their own State. This report looks at these and other

g ' similarities and differences between the Canadian and U.S. farm
F sectors,
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SUMMARY Many Canadian and U.8. farming trends ran almost parallel
through the midseventies, with increasing farm consolidation,
more shared ownership of farms, and a dramatic incresase in the
value of farm capital in both countries. While Canadian
farmers produce primarily for the market within their own
Province, U.5. farmers produce for markets extending well
beyond their own State. This report looks at these and other

! similarities and differences between the Canadian and U.S. farp

i sectors, including:

i
;
|
{
i
:

e¢ The United States ranks number 1 and Canada number 2 in the
production of expurcable supplies of grains and oilseeds.

¢ As of the midseventies, farm numbers in both nations were
only two~fifths what they had been In 1930.

; ® The proportien of partly owned farms has grown, mostly at
the expense of tenant farms in the United States and fully
owned farms in Canada. More than 530 percent of ihe land
in farms in both countries is now controlled by part owner
producers.

e

¢ To cope with the need for more capital, special tax
provisions, and other factors, more complex farm business
organizations have grown in number. Partnerships have
grown faster in the United States and corporations faster
in Canada. Corporations control about 10 percent of the
land in farms in both countries.

= o g —— |~

¢ Value of farm capital in both Canada and the United States
has increased dramatically, especially during the
seventies. In 197¢, an average U.S. farm was worth
$204,000; an average Canadian farm was worth $182,600.
Each average farm had a 17- to 18-percent debt against its
assets.

i e Gross farm earnings in the United States were 12 to 14

: times Canada‘s gross farm earnings during the early
seventies, but fell to 10 times Canada‘s earnings by 1975
and 1976. High wheat prices, as well as supply control
schemes in Canada‘s dairy and poultry industries,
contributed to the reduction in the ratioc of U.S. to
Canadian earnings.

e Farmers in both nations benefit from a practice which
offsets nonfarm income with farm losses, and alsoc use
interest payments, depreciation, cash accounting, and
other methods combined with aggressive expansion to reduce
their current tax liability.

ii
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INTRODUCTION

A WORD OF CAUTIOHW

Canadian and U.S. Farm Sector Comparisons

Pat Weisgerber
Nina Swann

Canada and the United States both have a favorable balance of
agricultural trade with other countries: Canada’s total
agricultural exports at $6.3 billion in 1979 exceeded its
agricultural imports by $2 billion, while the United States,
with agricultural exports of $34.7 billion, enjoyed a surplus
of $18 billion that year. Barly indications are that the
agricultural trade surplus was even larger in both countries in
1980.

The two natlons are strong competitors in exports of grain and
oilseeds, with the United States ranking number 1 and Canada
number 2 in world exports of these commodities. Since the
demand for these commodities is expected to show considerable
growth in the next decade, it is desirable to study the
structure, scope, and status of Canada‘s agriculture and
potential for increased output. A helpful approach to an
appreciation of the dimension and potential of Canada’s
agriculture is to make some comparisons with U.S. agriculture.
This study looks at the similarities and differences between the
farm sectors of the two countries.

The 1974 and 1976 data used for most of the report are the
latest avallable for making a comprehensive comparative
analysis of the two countries® farm sectors. This base period
also has the advantage that U.S. and Canadian dollars were
trading very near par during this time.

No effort was made to achleve strict comparability of
definitions for the many comparisons. Data for each country
were used whenever the underlyling definition for two sets of
data seemed to cover the same concept. Net farm income data,
for instance, were used even though slightly different methods
for calculating this statistic had been employed in each
countrye.

Classifications with the same label were compared, even 1f such
a clagsification was more inclusive in one country than in the
other. Tenancy as a form of land tenure, for example, covered

[T O3 S
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renters in both countries who own all the machinery they use,
as well as sharecroppers who contribute their labor only.
Shavecroppers have been associated with several aspects of U.S.
agriculture but are essentially absent from Canada's
agriculture.

The same concept was cften labeled diffarently in each nation.
The value of farm products consumed in farm households plus the
value of housing provided by the farm dwelling was called
“income in kind" in Canada and "nonmoney income™ in the lnited
States. For purposes of this discussion, the designation
"incouwe in kind" was used for both countries {see table 8).

loney values were quoted in the dollars of the cecuntry
concerned. Fortunately, during the midseventies, a period for
which many comparisons made in this bulletin apply, the
Canadian and U.S. dollars wure essentially at par. The
relative value of the Canadian dollar has been sliding since
1976, and in 1979 averaged only 85 cents in U.8. wmoney.

Perhaps the biggest problem pertaining to definitions applies
to definitions of census farms. Both nations have changed
their definition of a farm, the United States in the census
conducted in 1974, and Canada in 1976. The new Y.5. definition
is "a place which had annual sales of agricultural products of
$1,000 or more." The old definition (pertaining to the 1969
census) had been "a place of 10 or more acres with annual sales
of agricultural products of $50 or more, and a place of less
than 10 acres with annual sales of $250 or more.”

In Canada, the new definition in effect with the 1976 census
defines a farm as "a place of one or more acres with $1,200 or
more of farm sales.” The o0ld definition had been,."a place of
one or more acres with $50 eor more of farm sales.”

The data presented here strictly follow the old definitions in
1969 and 1971, and the new definitions in 1974 and 1976. A
closer look shows that both the old and new definitions are

, similar for beth nations. A bigger difference between the old

and new exists in the definitions within each country.

The changes in farm numbers and acreages (recorded in tables
13, 15, 17, 19, and 21) are the result of two effects: (1)
forces promoting greater or less farm consolidation, plus
forces which decrease or increase the supply of land in farms,
and (2) the cffect of a change in farm definition. In a number
of cases, the second effect had more impact than the first.

Probably the largest distortion caused by a definition change
vas in the Atlantic Provinces of Canada. The Agriculture
Census Division, Statistics Canada, supplied figures for all
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holdings with 1 acre and $3C sales or greater {the old
definition) for the Atlantic area as follows:

: lioldings
Province H
¢ 1971 ¢ 1976 ¢ 1971 1976

== Number -~ —-= Acres --
Hewfoundland 1,042 878 62,704 30,058
Prince Edward :
Istand t 4,543 3,677 774,630 731,035

Nova Scotia 6,008 5,434 1,328,875 1,218,953 i

New Brunswick i 5,485 4,551 1,339,133 1,153,438
Total 217,078 14,540 3,505,342 3,183,484
Percent

Percentage change,

1971-76 -14.9 -3.2

LL IR TR T

Comparing data using the old defiaition for 1971 and the new
one for 1976, shows a percentage change of 40.6 for "number of
holdings," and a percentage change of 21.7 for the "area in
holdings" (see table 21). Thus, the definition change in the
Atlantic Provinces had a substantially greater impact than did
farm consolidation.

The definition change in the United States was somewhat less
wide ranging, and the distortion it caused was therefore
smaller. The State of Maine {the U.S. counterpart to the

Haine farm numbers had shrunk by 19 percent. Land in farms
would have shrunk only 10 percent, instead of the 13-percent
decrease indicated.

When the final line had been established to mark the

boundary between Canada and the United States in 1370, Canada
had retained only the northern fringe of North America‘s
temperate zone. Climate and soils severely limit the amount of
land suitable for commerciai agriculture in Canada; in
contrast, the United States has much good land and a generally
favorable climate. Consequently, the agriculture of the United
States overshadows that of Canada. On a per capita basis,




Structure of the

however,
2Conomy.
was over

farming contributes similarly to each nation's
Canada‘s gross farm income of $13.7 billion in 1979
9 percent of U.S. gross farm income; at 23.5 million,

Farm Sector

Canada‘s population was little more than 10 percent ef the U.S. : y |
population.

Both nations have achieved a high degree of industrialization
and do far more trading with each other than any other twe
nations. With a gross national product worth $243 billion a
year, Canada sells $37 billion to the United States and buys $39
billion of American imports. Seventy percent of Canada's
exports go to American buyers. Japan, the second largest buyer
of Canadian goods, takes less than 10 percent.

Both countries have a favorable balance of agricultural trade )
with all other countries, but in trade with each other the ]
balance is in favor o. the United States. Canada imported $2.2 !
biilion of agricultural goods and services in 1979, but her ;
agricultural exports to the United States were only $1.8 |
billion. Fruits and vegetables are the largest category of

Canada's agricultural imports from the United States—-valued

around $690 umillion in 1979.

Farm numbers in both the United States and Canada

reached a peak in the thirties, standing at 6.8 million for the
United States and at 0.73 million for Camada. By 1951, these
figures had shrunk to 3.4 million and to 0.62 million,
respectively. A quarter century later, the numbers had declined
by another 50 percent to 2.7 million and 0.30 millicn.

Total land in farms reached a peak in the United States in the
fifties at about 1,200 million acres and has been on a2 moderate
decline since then (table 1). Land in farms in Canada appears
to have reached a plateau of 174 million acres during 1940-66,
and has been declining slowly since 1966. The percentage
decline in farm numbers between 1931 and 1976 has been almost
identical for the two countries--in 1976 each country had only
two-fifths the number of farms existing in 1931.

Size of the average farm has grown continuously in both
countries in the last 50 years. This trend will surely

continue. Earniags tend to be relatively small per unit of farm
output, and those relying heavily onr farming for income must
often increase total output to realize an adequate family
income. The most common way of increasing total output is tc
add more acreage. There is also evidence that most farms can
achieve greater cost efficiency if their operations are enlarged.

Less than 3.3 percent of the U.S. population live on farms. The
range is from 0.4 percent in Rhode Island to 26 percent in Scuth
Dakota. About 4.5 percent of the Canadian population live on
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Land Tenure

Table l-~Total number of farms, land in farms, and average
farm size, United States and Canada, selected years

¢ Number of farms : Land in farms : Average farm size
Year : : :
: United : + United : : United :

States : Canada : States : Canada States : Canada

-
+
-
-

(13

: Thousands Hillion acres Acres
1931 : 6,608 729 837 163 151 224
1941 : 6,293 734 1,065 174 168 237
1951 : 5,428 623 1,204 174 222 279
1956 : 4,514 375 1,197 174 265 303
1961 : 3,825 431 1,168 173 305 360
1866 : 3,257 430 1,132 174 348 405
1971 2,902 366 1,097 170 373 462
1876 2,738 300 1,078 166 394 553

Sources: {21, 29). 1/

farms. The range is from 0.3 percent in Newfoundland to 21
percent in Saskatchewan.

Land tenure includes the ownership, use, and control of the land
and the clalms on services and income flows. Farmers are
generally classified as full owners, part owners,. or tenants.
Full owners operate only the land owned and may have full or
lirtle equity in this land. Similarly, part owners may have
full or little equity in the land owned, and rent a small or
large portion of their total farmland. Tenants rent all their
land, and their equity varies with ownership in machinery and
Iivestock.

Both the U.S. and Canadian censuses of agriculture include very
small holdiags in their definition of a farm, and thus include
many part-time farmers (table 2). A substantial proportion of
part~time farmers, especially among the full owner class,
receive, on average, more than 30 percent of their income from
nonfarm sources. The part owner class tends to be made up more
upifornmly «f full-time, or near full-time, commercial farmers.
The perceniage of part owners has been growing steadily in both
countrias in the past quarter century, and will soon make up
about one-third of all farms. The increase in the percentage of
part owner holdings in the guarter century has been at the
expense of tenants in the United States (tenants dropped from 27

1/ Underscored numbers in parentheses refer to items in the
references section.

M B T N R S P T [ T Cer S




Table 2-- Proportion of farms under various tenure arrange-—
ments, U.S. and Canadian farms, selected years

3 tTenure arrangement of total farms
Country :Total farms: Full Part
and year I ouner : owner : Tenant

: Million - —- = Percent - - -

United States:
1850 : 5,39 57.3 16.1
1954 : 4.78 57.3 17.4
1959 : 3.71 37.1 22.4
1964 : 3.16 57.6 24,9
1969 : 2,73 62.6 24.5
1974 : 2.31 6l.5 27.3

Canada: :
1951 : 523 14.3
1956 : « 575 15.8
1961 : « 431 20.8
1966 g . 431 22,7
1971 . 366 26.2
1976 . 300 31.3

nown B n O =g
L]
=~ O N

Sources: (18, 21, 29).

to 11 percent), and at the expense of full owners in Canada
(who dropped from 77 to 63 parcent).

Uhere families derive nearly all their income from farming,
capital neads are becoming very large, and financing for full
ownership of production resources is hard to obtain. Hence
there is a trend to an ever greater separation of the ownership
and control over farm capital requirements. Increasingly, the
operators of full-time farms own some of the farm resources and
rent some of the inputs, such as the additional land required
when a farm operation is expanded.

The amount of land controlled by part owners had increased to
over half of all land in farms by the midseventies. Land
operated by part owners had reached 52 percent of all *and in
farms in Canada, and 53 percent of all land in farms in the
United States. Thus in the midseventies, the average size of
farms operated by part owners was much larger than the farm
size of either full owners or tenants. In Canada, the average
part owrer farm was 2.6 times the size of the full owner farm
and 1.3 times the size of the tenant farm. In the United
States. the average part owner farm was 3.4 times the size of
the full owner farm and 1.8 times the size of the tenant farm.
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Canada and the United States differ most in regard to the number of

farmer tenants. As recently as the early fifties, one-fourth 5
of all farm operators in the United States were classified as B
tenants. A large proportion of these consisted of '
sharecroppers on farms growing tobacco, cotton, or sugarcane.
Mechanization has rapidly moved sharecroppers off the farms.

Nevertheless, this percentage of tenancy is still double that

which exists in Canada. Further mechanization, such as that

which is rapidly moving inte tobacce farming, will continue to

reduce the average percentage of tenancy in the United States.

Forms of Busiucss To cope with the need for large amounts of capital,
Organization special tax and inheritance provisions, and other institutional
relationships, complex business organizations are coming into
the agriculture of both countries. Partnerships such as those
between a father and son and family corporations are becowming
more common as a means to provide for family successien, for
satisfying large capital requirements, and sometimes to satisfy
calls for specialization. Of course, the sole proprietorship
or husband-wife combination is still by far the most common
form of business organization, accounting for about 90 percent
of all farming operations (tables 3 and 4). The sole
proprietorship organization accounted for 75 percent of all
U.S. land .a farms and for 82 percent of all Canadian land in
farms. The incidence of partnerships was more than twice as
high among U.S. operations as among Canadian farms and
accounted for three times as much of the land farmed.
Corporations, at least family corporations, were more comm n in
Canada than in the United States, but they accounted for only
about 10 percent of lamd in farms ir each country.

|
i
4
i

Table 3~-Number of farms and land in farms by form
of organization, United States, 1974 1/

Form of H :

organiz-tion Farms : Land in farms
:+ Number Percent 1,000 acres Percent
Individual 11,517,787 89.5 678,738 745.9
Partnership 3 144,969 8.6 124,479 12.7
Corporations t 28,442 1.7 96,125 1C.6
Other 2/ : 3,349 2 6,298 .7
Total +1,695,047 106.0 905,640 100.0

(3

1/ Farms with sales of $2,500 or more.
2/ Estates, Indian reservations, and other.

Source: (30).
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Table 4--Number of farms and land in farms by form
of organization, Canada, 1976

Form of : H )

organization : Farms : Land in faras .

A : Number Percent 1,000 acres Percent ‘

Individual 274,490 91.5 134,983 81,3 |

Partnership : 11,313 3.8 7,980 4.8 |
Corporations : 13,212 4.4 14,895 9.0
Family v 11,348 3.8 12,505 7.5
Independent : 1,864 6 2,389 1.4
Other ]/ : 1,201 Y 8,119 4,9
Total i 300,118 100.0 165,976 100,0

1/ Includes community pasture, estates, and
institutione.
Sources: (17, 21).

-
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The three forms of farm business arrangements were
cross—classified with seven main commodities sold by the farm
(the "type" of farm, table 5)s Grain farms were the most
common type of farm in both countries among sole
proprietorships and partnerships. Livestock (cattle and hog)
farms were the tecond most numerous’ group, and dairy farms came
in third. Under corporation farms, the same sequence held for
Canada, but in the United States, livestock farms surpassed the
number of grain farms. .

The same form of business organizations were then
cross-referenced with different groups classified by their
gross farm sales (table 6). Ag expected, sole proprietorships
were much more common than the other two forms 1n all saleg
categories. Partnerships and corperations become more
prominent, however, moving from the lower to the higher sales
categories. This is consistent with the theory that
organizations become more complex as the need for additional
capital grows.

Assets in the Value of farm capital for both Canada and the United

Farming Sector States has increased dramatically in recent years, chiefly as a
result of increased land and machinery prices. In 1961, the
total value of farm capital in Canada was $11.7 billion. By
1966 it had increased to $17.7 billion and by 1971 to $22.4
billion. During 1971-76, total capital increased nearly 145
p~rcent to $55 billion, for an average annual growth rate of 20
percent in the latter 5 years. As the number of farms
declined, the average capital investment per farm imcreased

oo 0 A B e e Tt i e i AT
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Takle 5--Number of farme under various business arrangements,
by type of farm, United States 1974 1/ and Canada 1976

: Farm business arrangeument

Type of @ Sole . Partnership ¢ Corporation 2/
farm + proprietorship 3 :
: United : Canada : United: Czuada: United: Canada
:t States :+ States: : States!
: Number
Livestock 1 457,299 73,006 40,548 2,770 9,355 3,405
Bairy + 172,828 44,135 20,898 2,329 2,331 1,460
Poultry : 38,490 3,482 2,209 183 1,991 667
Grain : 526,139 102,338 47,951 4,043 6,164 4,932
Fruit and :
vegetable ¢ 59,498 7,347 7,069 374 4,251 555
Field erop : 73,221 4,987 6,126 527 2,068 654
Other : 190,048 9,354 20,168 538 6,345 993

1/ Sales of $2,500 and over.
2/ Includes family and others.
Sources: (21, 30).

from $74,700 in 1971 to $182,600 in 1976. Of the total assets,
76 percent is in land and pbuildings, 16 percent in machinery
and equipment, and 8 percent in livestock and poultry.

The rise in U.S. farm capital values followed the Canadian
pattern although the increase was not as dramatic during
1971-76. The 1961 U.S. value of farm capital assets was 5176
pbillion; it increased to 3223 billion by 1966 and to $281
billion in 1971. The increase in the next 5 years was 82
percent to §511 billion. Land and buildings were 82 percent of
total capital investment, machinery and equipment were 13
percent, and livestock and poultry made up the remaining 5
percent of the capital investment. .

The average value of Canadian land with improvements was 4250
per acre in 1976. In the Prairie Provinces, this came to only
$170 per acre, with a low of $142 in Saskatchewan. Average
values in Quebec were $277 per acre, $431 per acre in British
Columbia, $664 per acre in Newfoundland, and $884 per acre in
Ontaribu

.5, real estate values were over 50 percent higher than in
Canada, with an average value of $385 per acre in 1976. Values
were lowest in the intermountain area where Nevada, New Mexico,
and Wyoming farmland averaged less than $100 per acre. The

R E e e e bt e o ke el it iyt S i i




Table 6b--Number of frrms under various business grrangements by economic sales class,
United States 1974 1/ and Canada 1976

Economic sales
class

Sole proprietorship : Partnership : Corporation 2/

Number

United States: H

$100,000 and over : 138,463 27,811
$40,000- 399,999 : 280,82k 37,107
$20,000-439,999 : 290,596 27,671
$10,000-$1%,999 3 28L,521 22,801
$5,000~$9,959 : 277,272 17,180
$2,500-$4,999 : 275,897 12,359

Total : 1,547,573 1kY 969

Canada: H

$100,000 and over H 7,316 1,403
$75,000-$99,999 : 7,247 1,018
$50,000~-$7k4,999 : 19,192 1,723
$35,000-$k49,999 : 2k,951 1,335
$25,000-$34,999 : 29,797 1,166
$15,000-$24 ,999 : 43,306 1,h12
$10,000-$14,999 : 33,388 920
$5,000-$9,999 : 43,381 1,061
$2,500-$h,999 : 65,912 1,275

Total : 274k 490 11,313

1/ Sales of $2,500 and over.
2/ Includes family and other.

Sources: (21, 30}.
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highest values were in the Northeast where New Jersey farmland ‘
averaged more than $2,000 per acre. Interncdiate values were j
in the Corn Belt where the land approached $1,000 per acre in !
1976. . . 1

Comparing an average U.S. farm and an average Canadian farm in
1976, the U.S. farm had about 11 percent more value in terms of
net worth, but the equity-to-debt ratio was about the same for
each average farm of the two nations (table 7).

TR S e = T TR 3 T vyt

i Farm Earnings Gross farm income includes total cash receipts from farming
plus income in kind. Income in kind is defined as the value of :
farm products consumed directly in farm households and the : |

value of housing provided by farm dwellings. Het farm income
is the difference between the gross farm income and operating
charges plus depreciation. In the early seventies, U.5. total
cash receipts ranged 12 to 14 times as large as “hose for
Canada (table 8). But beginning in 1974, high wheat prices
began to have a proportionately greater impact on Canada’s cash
; receipts than on U.S. cash receipts. In 1975 and 1976, U.S.

¢ receipts fell to less than 10 times Canada's receipts.

Table 7--Balance sheet for average U.5.
and Canadian farms, 1976

Averape ! Average
U.5. + Canadian
farm : farm

i Item

B T PN AT o BN N

: Dollars
Asgets: : ’ '
Land and buildings : 166,000 138,400
Machinery and equipment 1 26,000 29,400
Livestock and poultry : 12,000 14,800
Total : 204,000 182,600
Liabilities: H
Short-term : 16,000 10,300
Intermediate and long-term 2 21,000 21,450
! Total : 37,000 31,750
; Net worth : 147,000 150,850
: Percent
Ouners equity in the farm :
business : 82 83
Debt : 18 17
Source: (21), and unpublished material, U.S. Dept. Agr.
(USDA), Econ. Res. Sarv.
11




Table 3--Components of net farm income in Cenada and the United States

Total cash H : : Operaticg azd
receipts 1/ : Income in kind : Gross farm income __i_depreciation charges Het farm income 2/
United 1 1 United : : United . ' United : canad :  United
States ¢ ® i  States Caneda : States € ® _:  States : ®  :_ States

Canadn

Million dollava

ST,300 LR 62,000 5,102 47,400 14,600

66,000 5,000 71,000 6,010 52,300 18,700

93,100 5,800 98,500 7,518 65,600 33,300
91,300 T,000 98,300 g,703 72,200 26,100
g2,ko0 7,968 100,300 10,829 75,900 2k 500

93,100 8,700 . 101,800 11,034 83,100 18,700

Includes supplementary payments.
Adjusted for inventory changes.

Sources: {1, 20, 23, 24, 25).
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Production of wheat in Canada was considerably lower during the
early seventies thea later in the decade; 1970/71 was a record
poor year with 9 million metric tons, and 1971/72 had l4.4
million metric tong, for an average of less than 12 million
metric tons. The crop year 1975/76 had 17 million metric tons
and 1976/77 had 23.6, for an average of over 20, The
66-percent increase in production, plus higher prices, made a
significant difference.

One other influence contributed to the sharp drop in the ratio
of U.8., to Canadian farm cash receipts: supply control and
pricing schemes in Canada‘'s dairy and poultry industries during
the midseventies resulted in higher prices for dairy and
poultry products. The higher prices, in turn, resulted in
considerably improved returns to the producers., i

Income Tax Records Income tax records are another source of information on
"farmer" earnings from agriculture and other sources. Each _
nation has done some analysis of the tax records which report i .
some farm income (or loss) along with other forms of income. i i
The taxpayers included are labeled “farm taxfilers." The tax ] 'J
records are processed and analyzed to discover the degree to
which farm losses are being used to offset nonfarm income.

B N L TT AR

Farm taxfilers in the two nations have a wide range of
interests and commitment. These range from large commercial
farmers whose income iz entirely from farming to persons who
are only superficially invoived in farming. The income tax
records of both the United States and Canada reflect this wide
! range of commitment to farming by the farm taxfilers. An

i analysis of the Tecords suggests the degree to which individual
taxpayers are benefitting from reported farm losses. Abuse of
the farm tax provisions can provide significant tax shelters
for many who are only superficial farmers. Many farmers, of
course, are also using interest payments, depreciation, or cash
accounting combined with aggressive expansion to reduce their

; current tax liability.

Much publicity has been given to taxpayers reporting a large
nonfarm income combined with a sizable farm loss. Primarily
with this case in mind, two USDA researchers undertook an
analysls of the records of all 1970 U.S. farm taxfilers. The
resulting study is especially revealing with respect to the 43
percent of the farm taxfilers who reported farm losses (10).
Following are a nunber of the more interesting findings:

About 43 percent of the 2.9 million U.S5. individuals
filing farm tax returns in 1970 reported ]
: losses~—nearly 1.3 million individuals. An analysis )
: of these farm loss returns suggests that "tax loss"
y farmers who invest in agriculture to shelter nonfarm

13




R T

s

14

S —— - o

earnings are not "typical" in U.S. agriculture. But
neither are they a rarity.

More than 40 percent of total farm losses were
reported by individuals with less than $5,000 in
basic income (adjusted gross income plus excluded
gains, dividends, and other adjustments to income).

However, over 17 percent of reported farm losses were
claimed by those with $25,000 or more in basic
income. This latter group accounted for about 5
percent of those reporting farm losses but paid 56
percent of the income taxes paid by people reporting
farm losses. The higher the basic income the more
frequent became the reported farm losses.

More than 90 percent of the 1970 farm loss returns
had a loss of less than §$5,000. Farm losses of
$10,000 or more were reported by about 3 percent of
the farm loss returns. These large farm losses were
concentrated in two basic income classes-=those with

negative basic incomes and those with $25,000 or
more.

Nonfarm income was substantially higher for the farm
loss group than for the group reporting farm

profits. Also, the size of nonfarm income increased
substantially with the size of the farming operation
for the loss group while the level of nonfarm income

remained relatively constant for the group reporting
farm profits.

In terms of numbers of U.S. taxpayers and amount of
nonfarm income reported, the majority of farm loss

returns do not appear to be tax shelters. However,
there is some abuse of the farm tax provisions.

Canada, apparently, has not done similar indepth research
to establish the degree to which reported farm losses
might be providing a tax shelter. But both Canada and the
United States have done limited analysis on tax records
for a more recent tax year. Canadian analysts looked at
their country as a whole and separately at the 10
Provinces (fig. 1)}. U.S. analysts considered the whole

country as well as 10 specified U.S. farm production
regions (fig. 2).

For the United States, net incomes were lowest in
Appalachia and the Northern Plains where 36 percent of

farm taxfilers reported less than $6,000 per year (table 9).
In the Corn Belt and the Northeast, only one-fourth
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Figure 1. Canadian Farming Regions
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Table 9--Number of U.S. taxpayers under vsrious income classea apd average net income per taxpsyer, by region, 1976

Het ipcome clasms

1 : $2,000 : $hooo ¢ ¥6,000 : $8.000 : $10,000 $12.700 515,000 : $25,000 : $50,000 -
to H to H to to H 1o H to to to H to ' and :
$1.999 :  $3,999 : $5.999 $7,999 : $9.999 : $i1.999 $1k 995 $24,590 : $43.095 ; over

Number

Taxfilers reporting in-- :
Hortheast P9, E T T.231 10,88% 12,189 22,858 19,833 1,817 19,681 2L 043 14,934 7,558 156,430
Lake States 12,881 18,578 13,165 3%,17% 31,281 37,224 16,531 33,683 58,371 3k, obT &, 448 303,366
Corn Belt 37,279  bo,614° 59,360 32,631 L2,139 46,390 35,753 76,253 175,691 8B, k53 25,167 659,516
Northern Plalns 24,0h7 1k ,05h 35,532 21,322 23,454 20,965 20,224 26,057 48,297 27,959 6,967 269,780
Appalachian 12,566  47,18h 43,407 37,589 33,801 27,286 29,995 4h, 399 65,010 37,382 8,827 389,Tu6
Southeast 18,727 15,132 14,688 13,711 15,505 10,920 15,938 21,729 37,663 20, 866 g,uT2 154, 4hT0
Delta States 3,761 9,559 16,520 9,558 13,211 15,559 10,252 8,892 27,870 16,043 4,590 136,216
Southern Plaina 20,391 25,327 31,601 31,500 8,351 22,150 18,567 33,693 73,313 L5 430 17,k2L 327,141
Mountain 15,100 7,158 15,540 9,863 10,318 12,522 8,83k 15,164 30,810 1k ,08% 5,27k 1hb 568
Facific 5,546 19,543 7,351 Tohbk 12,895 10,879 6,230 20,489 56,786 b1,355 1h,733 263,259

P
I
F)
*
-
H
*

U.S. total r 160,473 204,332 248,348 215,187 213,882 223,736 171,449 300,000 601,049 3h0, 594 106,460 2,785,562
: Dollars

Average net iocome per
taxfiler 1p--
Eortheast
Leke States
Corn Belt

-5, TTh 8,908 10,812 13,500 31,592 349,310
-11,713 8,995 11,003 13,530 3k ,087 2Lk, 032

=T,TT3 ) 8,753 11,080 13,606 33,465 2b&, 145
Northern Plaina .=11,498 8,865 11,005 13,309 32,77 248 ho3
Appalachian -6,T31 8,502 10,906 13,353 31,781 264,828
Scutheast 1 =10,L62 §,055 11,035 13,481 3L,2ko 280 432
Delta States ; =17,5TL . 8,986 10,881 13,753 33,257 259,TT4
Southern Plains : 16,077 L1 8,973 10,897 13,2k 32,220 J}z, 812
Mountain : -1h 215 9,164 11,001 13,bk52 3h koo 288,165
Pacific : -32,133 8,582 10,826 13,3591 32,691 296,346

[T PR

U.B. averege -10,753 8,894 10,972 13,L58 33,020 288,239

Souree: f(31).
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of taxfilers reported less than $6,000. On the other
hand, more than half the taxfilers in Canada's Atlantic
Provinces reported less than $5,000 net income, whereas in
Saskatchewan and British Columbia only 30 percent reported
less than $5,000 net income (table 10).

At the high end of the reporting range, the U.S5. Pacific
reglon and British Columbia in Canada had the greatest
#wroportion of high net incomes. Over 7 percent of the
Pacific region farm taxfilers reported more than $50,000
net income, while nearly 2 percent of the British Columbia
taxfilers reported more than $50,000.

The 1974 Canadian study and the 1976 U.S. study have not
been analyzed to the same extent as the 1970 U.S. study
which resulted in the tax loss farming bulletin (10). It
can be assumed, however, that a large number of taxfilers
in each study reported farm losses.

Four of the 10 regions in the U.S5. study-—the Southeast,
Southern Plains, Mountain. and Pacific—-reported negative
net farm incomes (table 11). This means that average net
farm losses exceeded average farm profits in the four
regions. Even in regions such as the Lake States, Corn
Belt, and Northern Plains, where commeércial farming is
considered commonplace, average net farm incomes ranged
only between $2,000 and $4,000 in 1976,

The farm income column with respect to Canada‘s farm
taxfilers (table 12} turns out to be positive throughout.
Nevertheless, only in Saskatchewan and Maniteba did farm
income for these filers average higher than thelr off-farm
income. In British Columbia, in fact, nef farm income was
only 11 percent of total net income.

An extended analysis of the two sets of farm taxfiler
records is not available; hence, It is not possible to
ascertain the extent of possible "tax loss" farming that
may apply in each country. Tables 11 and 12 suggest that
tax loss farming is considerably greater in the United
States than in Canada. But in both nations, the
possibilities for using farm losses as a tax sheliter
surely motivates substantial numbers of farm taxfilers.
Tax laws in both nations strive to reduce the proportion
of losses which are permitted as artificial losses for tax
purposes. Tax authorities, in other words, attempt to
disallow "artificial" losses for tax purposes, but do
allow for the "real" losses.

The largest source of nonfarm income is "wages and
salaries" (tables 11 and 12). The average size of the
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Table l0--Nuwber of Canedian taxfilers under various income clesses and average net income per taxfiler, by Province, 197Th

¥et inccume clmas
$1 : $2.500 : $5,000 : $7,500 : §10,000 : $15,000 £25,000 $35,000 £50,000
{io H to : to : o to : to to to and
42,599 : #5999 : 47,459 : $9.909 : $1h,990 : &2k,906 : $3b,995 - $45,009 over

Huther

Taxpayers reporting in-- H
Newfoundland : : sk 110 a LTS
Prince Edwerd Isiand : 2bT 162 34 3,193
Hova Scotis H 510 275 2 4,624
New Brunawick : b 355 236 37 3.h3g
Cuehac : 3,8 1,652 311 ul, 138
Cotaric : 17,906 12,159 1,432 104,12
Manitobe : 6,177 Y 266 b 40,374
Samkatchewan : 16,3h2 1k ,914 1,387 94,390
Aberta : 23 13,168L 10,906 1,365 82,233
British Columbia : L, 299 2,362 362 21,086

Canadien totsl b/ : 62,866 47,626 5,303 395,219

Dollars

Average oet inncoe per taxpayer

Flwe .

Newfoundland : =3,T37 11,835 L1/17,0862 2/29,1050  3/59,5u7 0 6,502
Pripce Edward Ialand : -B,0b5 12,186 19,42 20,454 Lo,251 68,283 6,466
Hova Scotis s -3,261 11,589 15,844 28,034 Lo ,067 70,179 §,585
Mew Erunswick : =3,636 12,097 18,820 29,068 L1, 775 13,755 T.659T
Quebee : =3,521 11,962 18,540 24,059 L1 ,h00 85,106 7,231
Ontaric : -h,ko3 12,223 18,760 29,210 41,151 87,743 9,923
Menitoha : -3,533 12,196 18,882 29,919 L0,773 70,557 5,836
Saskatchevan : =5,0k6 12,293 19,087 29,160 La,917 71,122 11,687
Alberte : =5,512 12,262 18,928 29,245 L1,102 7,058 10,416
Eritish Columbia 1 =5,682 12,283 18,683 23,2h1 Li,18 88,933 11,169

Cansdian average 4/ -h B2 12,213 18,504 25,176 41,03k 19,179 10,0168

i/ $15,000 to $19,995.
2/ $%20,000 to #34,999,
%ﬂ' $35,000 end over.

L/ Includes Yukon, Northwest Territories, and foreigners and texfilers who could not be clasaified.

Source: (1).




Table 11--Componrents of average net income per U.S, taxfiler, by region, 1976

Wages : Business : Interest : Rents . Total : Total
Other

and : and : and : and : : nonfarm : net
. . . . income . .
salaries : profession : dividends : royalties : : income : incoms

f Het farm
inccme

Dollars

Northeast : 8,517 2,869 14,173 15,093

Lake States ; 6,767 1,24k 10,595 12,768

Corn Belt : 7,684 1,575 12,019 15,735
Northern Pleins : L, 696 1,278 8,792 11,320
Appalachian : 8,273 1,203 11,984 12,k19
Scutheast ] : 9,736 2,076 15,339 14,381
Delts States : 8,290 1,208 13,142 13,947
Scuthern Plains ; 10,032 2,20k © 17,53k 16,891
Mountain 8,302 1,981 13,35k 12,468
Pacific : 13,099 3,065 21,359 20,700

U.S. average 8.301 1,753 13,356 14,633

Source: {31).




Table 12--Components of averesge net income per Cansdian taxfiler, by Province, 197k

Province

f Het farm

income

*

Wages
and

sglaries :

Off-farm
self-
employment

Rental
and H

1 investment :

Family

lowsnces |

Other

inc e

Total
nonfarm
income

Hewfoundland

Prince Edward
Isiand

Hova Scotie
New Brunswick
Quebec
Onteric
Manitoba
Saskatchewan

Alberta

T I TR I L)

British Columbis :

Cangdian
gverage

3,360

1,995
3,789
3,307
2,739
k,225
2,376
1,669
3,739

6,151

3,2k1

565

Ay
628
604
487
704
326
267
660
1,069

skl

Dellars

565

526
805
810
838
1,377
go1
1,020
1,115

1,752

1,122

5,437

3,607

6,0Lh
5,530
k,782
7,01k
4,086
3.5%5
6,117
2,883

5,565

6,502

£ ,466
6,995
T.697
7,201
9,923
8,838
11,607
10.k16

11,169

10,018

Source: (1).
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wages and salaries component is especially large in British
Columbia and the three Pacific States (Washington, Oregon, and
California) where a sizable number of farm taxfilers had
reported $50,000 or more of net income.

T T
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COMPARISON OF Two recent censuses of agriculture show changes in farm numbers,
CANADIAN PROVINCES total land in farms, and average size of farms over a recent

WITH ADJQINING 5=-year period. The censuses relating to the United States were n
STATES conducted in 1969 and 1974; the Canadian censuses were j

conducted in 1971 and 1976.

Cash receipts from the sale of farm commodities are given for
- the Provinces and States for each specified Province/State
comparison. The years 1974, 1975, and 1976 were selected for 4
observation. They are the most recent set of 3 years in which i
the U.5. and Canadian dollars were essentially at par with each ;

other,
British Columbia Agriculture is substantially more important in Washington
and Washington than in British Columbia. In 1970, Washington had three times i

as much farmland as did British Columbia (table 13). Over the

next 5 years, Washington experienced a net loss of 5 percent of
its farmland, while British Columbia maintained the sam: level

: of farmland by developing new land as rapidly as older farmland
} went into airports, highways, and urban expansion.

T g T T e e ] TR TR N LR T 1L TR e R e

Farm consolidation proceeded much faster in British Columbia
than in Washington over the 5-year period. During -this time,
the British Columbia average farm size grew from 61 to 79
percent of the Washington average farm size.

Washington has only one mountain tange {the Cascades) extending
the full north-south length of the State. Much of the State
east and some west of this mountain range is being farmed. The
large wheat farms in the southeastern quadrant contribute most
to the relatively large size of the Washington farms.

S

Nearly the entire Province of British Columbia is covered with
several mountain ranges running the full length of the Province
parallel to the west coast. A few cattle ranches in the narrow
intermountain valleys and some grain-livestock farms in the
northeastern part (British Columbia portion of the Peace River
area) bring up the average farm size. Most of the rest of
British Columbia farming is of an intensive nature conducted on
comparatively small acreages.

The climate for agriculture is somewhat more favorable in
Washington than in British Columbia. Thus with only three
times as much farmland, Washington produces more than Ffour
times as much value in farm output. For the period 1974-76,

T T
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Table 13--Comparisens of farms in British Columbia with
Washington State

T T T

4]

:  British Columbia : Washington i

Item : : i

: 1971 : 1876 1969 : 1974 g

| : y

- Farms (number) : 18,400 13,033 34,033 29,410 E

‘ i Land in farms : ' g

- {1,000 acres) : 5,823 5,311 17,559 16,612 :
% : Averape size (acres): 316 446 516 565

Sources: (21, 29).

annual cash receipts for all farm products approached 51.8
billion in Washington, compared with $0.44 billion in British

Columbia {(table 14).

The population of British Columbia is about 72 percent of the
population of the State of Washington. Hence, with its much
smaller agricultural base, British Columbia focuses more on
producing livestock and livestock products. This action is
designed to reduce the required level of Britisk Columbia
imports of these higher priced foods. Washington's output of
livestock and livestock products is less than twice British
Columbia‘s output, whereas the value of crop output is eight
times that of British Columbia.

Prairie Provinces The number of farms in the Prairie Provinces——Alberta,

and Montana/North Saskatchewan, and Manitoba~-exceeds the combined number in
Dakota Montana and North Dakota by nearly 2-1/2 times. Total land in
farms in the three Provinces, however, exceeds that of the two
States by little more than 1-1/4 times (table 153). Thus, ‘
Montana/Worth Dakota farms average nearly twice the size of the ]
Canadian Pralrie farms.

The main reason that farms on the U.S. side are larger is that
most of Montana and some of North Dakota is farmed less

intensively.

Vast regions of lMontana and southwestern North Dakota still
have much of their land in its native cover {land never
tilled). Rangeland constitutes 56 percent of Montana land
use; forest land constitutes 24 percente. Only 17 percent is
in cropland. Grazing land is utilized by ranchers and farmers,
and this results in a more extensive type of farming with
larger land holdings.

; ]
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Table ll-~Cash receipts from selected cormodities for British Columbia and Weshington State

1974

1975

1976

3-year averege

Commodity

British
Columbia

Washington

British

Columbia H

¥Washington

British
Colurbia

Britinh

Washington Columbis

Washington

Cattle

Hogs

Dairy

Poultry mad eggs
Other livestock
Graina
Vegeteblen
Potatoes

Fruits

Greenhouse nursery :

Other erops

Total

62,183
8,632
37,091
75,677
9,36k
23,523
18,436
12,877
L&, 087
12,281
37,600

hot,751

168,47k
7,938
195,L06
65,576
11,894
568,302
106,897
132,720
246,245
40,335
218,731
1,792,538

T0,b01
11,389
111,008
71,981
10,324
18,000
22,359
10,756
39,946
18,622
37.L55

hzz 241

1,000 doliers

151,767
9,308
208,297
63,036
14,391
598,758
116,765
166,484
239,656
41,733
203,0k9

1,813,244

Th,125
11,345
115,30
8l b
10,613
19,362
20,622
12,909
L& ,636
23,598
61,350
480,347

188,530 68,903
6.969. 10,455
2hp,182 107,813
69,084 78,702
16,345 10,100
600,840 20,295
105,507 20,h72
137,117 12,181
158,034 Lu, 203
bk ,561 18,167
185,098 L5468
1,754,267 436,780

169,590
8,745
21h,628
65,899
ik,210
589,300
105,723
1hs,4ko
21k, 5hs5
L2.210
212,293
1,786,683

Sourees: (23, 25},
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Table l3-——Comparisons of farme in the Prairie Provinces
with Montana/North Dakota

Prairie Provinces : Montana/North Dakota

Item

-
-
-
-
.
H

1971 1976 1969 1974

[T T
L1 L]
LI L

Farms (number)

Land in farms
(1,000 acres)

Average size (acres)

174,653 156,851 71,322 66,034 A

133,571 133,644 106,036 104,546
765 352 1,491 1,583

T e e T
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*

Sources: (21, 29

g3

The Prairie Provinces also have substantial native grazing land
{such as in southwestern Saskatchewan and southeastern
Alberta}, but the preponderance of land in the farmed areas of
the three Provinces is under cultivation.

ey P

Another reason the U.S. side has larger farms is that this
region was settled somewhat earlier, and the process of farm
enlargement has been going on for a longer time. Thus,
although the Canadian farms grew at a faster rate in the recent
period, more farms had already been consolidated on the U.S.
side. There is also a force which tends to slow the average
rate of growth of the Canadian farms. The three Provinces have
more large citles (half the people of the Prairie Provinces
live in their five largest cities) than the two States, and
farm operators in the vicinity of large cities pursue a more
intensive agriculture on smaller holdings. Cities in Montana
and North Dakota are not of comparable size and represent
smaller market outlets.
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Grains are the important commodity being produced on both sides
of the border--cash receipts from grains make up more than half
the total cash receipts (table 16). Wheat, Ly a wide margin,
makes up the bulk of this grain. (It should be pointed out
that grains, and especially wheat, were very favorably priced
during the midseventies.)

Cattle are also an important source of income for the Great
Plains farmers—-making up 20 percent of the cash farm receipts
in Canada and 24 percent in the United States. Hegs, poultry,
eggs, and dairy are produced in much larger quantities on the
Canadian side. This fact is largely explained by the larger
; -consumer market north of the border. The Prairie Provinces
have a population three times the size of the combined
population of Montana and Horth Dakota. Basides, British
Columbia and eastern Canada have a deficit in food preduction,
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Table 16--Cash receipts from selected commodities for the Preirie Provinces and Montena/Horth Dekate

197k

1975

1976

3-year average

Prairie
Provinces

Montana/ :
: North Dakota :

Preirie
Provinces

Montena/f

: North Dakota :

Frairie
Frovinces

Montana/ 1
: ¥orth Dakots :

Prairie
Provinces

Montans/

: North Dakote

Cettle

Hoga

Sheep

Dairy

Poultry and eggs
Other livestock
Grains 1/
Gileeeds 2/
Potatoes

Sugar beets
Other crops

Tctal

9L, 202
311,004
6,103
169,264
153,908
36,330
2,290,818
§66,TED
29,960
k1,820
120,839

4,575,088

673,433
66,459
20,146
85,222
18,286
18,050

2,255,814
§2,81b
98,370

103,499

158,273

3,580,366

1,051,354
283,057
6,k
197,205
140,004
33,483
3,057,737
340,589
32,104
3,198
100,867

5,277,040

1,000 dollars

669,361
61,187
17,610
85,167
18,609
16,976

1,605,863
62,64
55,785
76,506

148,667

2,32L,780

1,123,092
2h9,369
6,b28
203,760
155,137
37,808
2,764,733
300,029
34,698
33,141
109,828

5,018,026

720,519
65,347
15,227
95,6835
17,079
23,676

1,406,824
Lo,900
TO,113
60,014

137,254

2,652,848

1,040,905
281,143
6,324
190,076
1hg 683
35,874
2,70k ,hzg
369,126
32,25k
36,387
110,511

L,g56,718

687,772
66,331
17,661
88,761
17,991
19,567

1,756,167
62,119
14,756
80,140

148,065

3,019,331

1/ Whent, oats, barley, mnd rye,
2/ Flexseed, rapeseed, and soybeans.

Sources: ({23, 25).




and buy most of thelr extra needs, primarily grains and cattle,

from the Prairies.

The Prairie Provinces far surpassed Montana/North Dakota in the
production of oilseeds, but the two dtates had a much higher
output of potatoes and sugar beets.

Ontario and Michigan The main agricultiral areas for both Ontario and Michigan are
in the southern part. of the two jurisdictions. Faruing 1s

carried on at similar iatitudes, with the most productive land
on both sides of the border lying between the 4#2nd and &44th

parallels.

Ontario has 21 percent more farme and 35 percent more land in
farms than Michigan. This gives Ontarlo the edge in size of
farms by about 12 percent (table 17).

g

! ' - Table 17--Comparisons of farms in Ontario with Michigan

: : Ontario : Michigan

. Item : 3

; ; 1971 @ 1976 3 1969 1974
Farms {number) 194,772 76,983 77,946 64,094

. Land in farms H . -

. {1,000 acres) t15,963 14,744 11,901 10,832
Average size (acres): 168 192 153 169,

Sources: (21, 29).

In terms of cash value received from the sale of farm products,
Michigan receipts in 1974-76 were only five-eighths the size of
the farm cash receipts in Ontarie (table 18). The commodities
for which differences were greatest were tobacco in the crops
area and cattle, hogs, poultry, and eggs in the animal products

areds

Growing tobacco in Ontaric saves the Canadian economy large
foreign exchange outlays which would be required if tobacco
were imported. The output of animal products is aimed at
satisfying the large consumer market, not only Ontario’s 8
million people but extending to all ef eastern Canada'‘s 17
million people. Farmers in the Atlantic Provinces and Quebec
produce substantially less of most animal products than is
required to feed the people within their borders. 2/ This
gives Ontario producers a market beyond their own Province.

2/ Dairy products are an exception in Quebec which currently
p- uces 135 percent of i.s own needs.

L e e i i e e ' o - i
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Pable 18--Cash receipts from selected commedities for Ontarlo and Michigan

1974 : 1975 : 1576

Ontario Michigen Ontario Michigan Ontario Michigan

3~vepr Aaversge
Ontario ?  Michigan

1,000 dcllars

168,729 602,346 163,042 572,bE3 178,565

Cettle ; 538,483

Hogs : 255,680 86,762 30k, 353 10L,801 297,782 105,396

Dairy : b69,909 353,860 STh 0T 376€,31h 565,273 LT ,099

Foultry and eggs 274,508 63,437 252,708 55,413 285 4Lz 69,532

Other livestock : 29,053 15,069 32,356 13,987 33,296 15,207

Grains : 73,439 131,417 93,169 176,782 89,868 134,052

Soybeans . 78,511 100,569 bl 925 65,821 78,143 5,696

Corn : 159,L4k 216,37k 148,11k 202,890 153,062 2k, Th8

Vegetables 125,745 194,055 158,688 212,348 160,702 119,899

Fotatoea and suger ;

beets : 38,371 113,064 34,75k 77,666 3b,h51 66,637

Fruits : 66,492 130,64k 63,851 96,3b4 69,379 96,087

Tobacco 195,150 -— 186,429 — 220,785 -—

Greenhcuse nursery Th 805 55,610 86 ,46F 61,276 101,790 63,115

Other crops ; 81,355 22,2lg 102,221 19,123 117,518 2h,3h2

Total 1 2,511,01%4 1,651,835 2,684,429 1,629,807 2,780,354 1,790,575

587,76k
285,941 98,386

170,112
536,416 392,424
270,886 6L ,127
31,568 1%,75h
85 kg2 147, LBk
67,193 80,695
174,540 221,337

148,378 155,434

35,859 85,783
66,5Th 107,692
200,801 ———
&7 ,688 60,000
100,498 21,905

2,658,599 1,660,740

-== = not ;plicable.

Sources: (23, 25).
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Quebec and New York

Michigan producers also have access to a very large consumer
market in the northeastern quadrant of the United States.
Michigan producers, however, receive a great deal of
competition from preducers in other States in the eastern Corn
Belt and from Middle Atlantic producers in supplying this
northeast market. Since there is enough capacity to satisfy
the market, the inducement to farmers tends to be te produce
that product in which their farm or region has a comparative
advantage, or the product for which updated marketing services
exist in the local area.

The Province of Quebec and the State of New York each had
approximately 43,500 farms in 1975, averaging somewhat over 200
acres per farm (table 19). During the preceding 5 years, farm
numbers were shrinking rapidly in both jurisdictions but
aspecially in Quebec which lost around 30 percent of its farm
units compared with 16 pe-rent in New York. In the same
period, Quebec also lost a greater proportion of its
farmland—-16 percent in Quebec compared with 7 percent in New
York.

In both the Province and the State, animal and animal products
are extremely important in their contribution to cash receipts
from farm production {table 20). Grains and other field crops
contribute insignificantly to cash receipts, partly because
these crops are largely used as feed inputs into the livestock
sector. Another reason crops do not dominate is that good
productive land is 2 limited resource in both Quebec and New
York.

Dairy production supplies a large population on both sides of
the border and is by far the largest farm enterprise. Cattle,
poultry, and eggs are also necessary enterprises to serve the
large consuming populations. Pork and beef needs in the New

Table 19-~Comparisons of farms in Quebec and New York

Quebec New York

Item

TR T
e [Ed g

1971 s 1976 1969 : 1974

Farms (number) 1 61,257 43,097 57,909 43,682
Land in farms :

(1,000 acres) : 10,801 9,026 . 10,148 9,411
Average size (acres): 176 209 196 z15

Sources: (_21, 29).
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Table 20-—Cash Tecelpts from selectad commodities for Quebec ang New York

197hL : 1975 T 1976 : J-year sverage

Quehee . New York ) Quebee . New York . Quebac . Hew York . Quebec . Few York

1,000 dollars
Cattle : 98,808 95,975 105,881 76,464 125,322 97,758 103,034 90,066

Hogs : 182,874 7,640 27,318 13,463 © 21,595 12,220 223,929 i1,107
Dairy : 516,806 811,915 6LT,Thh 859,559 620,526 992,316 595,025 887,943
Poultry and eggs : 188,897 10k 096 172,819 95,4091 198,795 109,430 186,837 10k,339
Cther livestock : 9,703 11,631 11,769 11,534 12,056 11.890 11,176 11,685

Greins : 7,007 80,850 8,349 T4, 249 6,731 71,76 7,362 75,616
Vegetables : 30,393 110,595 k1, h2g 134,167 bi,171 117,112 37,66L 120,625
Potatoea : 32,231 56,261 éé.gnT ' 53,140 27,003 61,330 27,394 57,010
Sugar beets : 1,97% 3,129 5,721 2,913 1,13 1,993 3,616 2,678
Frulte : 18,014 107,933 16,513 . loh 201 18,306 96,810 iT,.611 02,981
Uther crops : 56,766 105,196 60,609 - 116,792 75,429 125,80k 64,268 115,931

Total : 1,137,568 1,495,261 1,341,058 1,546,313 1,376,065 1,698,371 1,282,910 1,579,982

Sources: (23, 25).




York market are supplied largely by the U.S. Corn Belt. Host
poultry and egz needs on the U.S. side are supplied by the
Middle Atlantic region and Maine. In Quebec, swine production
has become a large industry for several reasons. Historically,
eastern Canada has been a net importer of hogs and pork, and
local producers have often had an incentive to get into the
business. Since 1976, the expansion in hogs has been helped by
the declining Caradian exchange rate. Border impediments have
tended to discourage substantial imports from the United
States, and long hauls add heavily to the costs of bringing
hogs and pork all the way from western Canada.

S

At least two other forces have given the hog industry a strong
boost in Quebec. Vertical integrators such as feed mills and
slaughterhouses have assumed some of the risk and management
functions associated with swine production. Secondly, quotas
imposed on the dairy and poultry industries have contributed to
generating underemployed labor resources on Quebec farms.

These rescurces have turned increasingly to swine production

e = e 4w

é which is not restricted by quotas.
and Maine Prince Edward Island, and Newfoundland) had roughly twice as

: Atlantic Provinces The Atlantic Provinces {New Brunswick, Nova Scotia, i
much land in farms as the State of Maine at the beginning of 1
the seventies (table 21). Five years later, the amount of land !
in farms had shrunk about 21 percent in the four provinces and 3
about 13 percent in ‘faine. !

Farm numbers had shrunk even more dramatically during the 5

years, declining 41 percent in the Atlantic Provinces and 19

percent in Maine. By the midseventies, the Canadian farms in

the Atlantic Provinces were larger than the Maine farms, even
though at the beginning of the decade the reverse had been true.

!

Table 2l1--Comparisons of farms in Atlantic Provinces with Maine

Atlantic Provinces Maine

Item

[ LTI TY

1971 1976 1969 1674

we we lan w»

(13
"o
e e

Farms {number)

Land in farms
{7,000 acres)

Average size (acres)

17,078 10,137 7,971 6,436

3,475 2,743 1,760 1,524
203 271 221 237

LY BT T T S R R

Sources: (13, 26).
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As indicated by farm cash receipts, poultry, eggs, dairy, and
potatoes were the major farm enterprises, comprising about 90
percent of Haine's farm cash receipts (table 22). Maine's
large output of potatoes can be attributed primarily to the
comparative advantage this crop enjoys in the State. Poultry,
eggs, and to a lesser extent, dairy, have been growing
industries because of the large Boston-to-New York markat.

Potatoes, poultry, eggs, and dairy are also important in the
Atlantic Provinces, accounting for 60 percent of all farm cash
receipts. The potato enterprise owes much of its size to
comparative advantages in producing this crop. Poultry, eggs,
and dairy eaterprises help supply the more than 2 million
consumers living within the four Atlantic Provinces.

Cash receipts from the sale of cattle and hogs in the four
Provinces far exceeded the return: from these products in
Maine. The Provinces are separated from the United States by
an interpational boundary and far removed from large suppliers
of red meats in western Canada or the U.S. Corn Belt.
Therefore, the local producers make a special effort to produce

the higher valued foods, applying their meager farm production
resources to do so.

Quotas applying to poultry, eggs, and dairy enterprises on the
Canadian side restrict the amount of farm labor which could ba
absorbed by these intensive farming industries. There ig
considerable incentive to channel resources held out of the

quota enterprises into the hog and cattle enterprises which
have no quotas.
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Teble 22--Cash receipts frop selected commodities for the Atlantic Provinces and Maine

1G74 : 1975 : 1976 : 3=year syersge

Commodity : Atlentie - r  Atlantie : Maine :  Atlamtiec G tlantic
Provinees H Provinces H Provinces  : H Frovineeg

Maine

1,000 dollars
Cattle 29,405 7,085 33,752 - 5,492 33,263 Ta521 32,1ko 6,699
Hogs : o 233 661 31,296 63 30,714 888 28, TLT 737

Foultry and eggs 13,667 160,185 43,851 179,731 48,743 191,871 45,427 177,262

Dairy : 52,206 59,345 63,539 62,137 71,000 59,345 62,225 59,942
Sheep and lambs 631 220 Toh 326 1,058 222 g8 259
Other livestock 4. 069 T3 %,596 L2 5,513 51 L, 126 55
Grains 1,376 5,025 k15 5,233 LBo 5,590 T 5,249
Potatoea 60,606 161,116 59,123 88,032 93,61k 135,274 81,11k 129,141
Yegetables 7,251 6,250 9,150 6,854 . 9,352 & 20 8,584 6,508
Fruits 9.639 10,968 10,187 16,548 10,100 15,843 9,975 12,453
Other crops ; 17,699 7,078 18,589 6,612 | 21,338 8,960 15,209 74550

Total : 261,733 418,174 299,706 36h,753 341,159 443,068 310,866 Lol 665

Sources: (13, 25}.
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